RESOLUTION NO.: 15-2017
INTRODUCED BY: O’TOOLE

A RESOLUTION TO AUTHORIZE A CONTRACT WITH THE
AUDITOR OF THE STATE OF OHIO FOR FINANCIAL STATEMENT
AUDITS FOR THE YEAR 2016.

WHEREAS, the City is required to have its annual financial statements audited in
accordance with accounting principles generally accepted in the United States and needs
this to be done for the year ending December 31, 2016, which services can be provided
pursuant to the letter agreement from the Auditor of State attached hereto and
incorporated herein as Exhibit A.

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of
Richmond Heights, State of Ohio, that:

Section 1:  The Mayor is authorized to execute the letter agreement attached
hereto as Exhtbit A with the Auditor of the State of Ohio for the services set forth therein
in a total amount not to exceed $28,700.00, and any additional work which would require
an expenditure of funds above the $28,700.00 shall be approved by this Council.

Section 2:  The Director of Finance is authorized and directed to appropriate to
a proper account the funds necessary for the agreement authorized in Section 1 of this
Resolution.

Section 3: It is found and determined that all formal actions of this Council
concerning and relating to the adoption of this Resolution were adopted in an open
meeting of this Council, and that all deliberations of this Council and any of its
committees that resulted in such formal action, were in meetings open to the public, in
compliance with all legal requirements, including Section 121.22 of the Ohio Revised
Code.

Section 4:  This Resolution shall take effect and be
earliest period allowed by law. ’

PASSED: 2/ / /7
APPROVED: __ 2/1 /17

ATTEST: Bty “Jpaber— g g/ % N

Betsy Traben Filoise C(;tton-Henry
Clerk of Council President of Council

David H.
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Dave Yost - Auditor of State

January 23, 2047

James Teknipp, Finance Cirector
City of Richmond Hsights

This letter of arrangement between the City of Richmond Heights (the City) and the Auditor of State
describes the objective and scope of the services we will provide, the City's required involvament and
assistance in support of our services, the refated fee amangements, and olher terms and conditions
designed to snsura that our professional services satisfy the City’s audit requirements.

Summary of Services

We will audit the City's basic financial statements as of and for the year ended December 31, 2016. We
are pleased fo confirm our acceptance and our understanding of this audit engagement by means of this
letter. The objective of an audit is to express our apinion conceming whether the basic financial
statements present fairly, in all material respects, the Cify's financial position, changes in financial
position, and required budgstary comparisons, in conformity with U.S. generally accepted accounting
principles.

Wa expect to deliver our report on or about September 29, 2017.

We will audit to form an opirion on the basic financial statements. We will also opine on whether
supplementary information is fairly presented, in alf material respects, in relation to the basic financial
statements taken as a whole.

We will apply certain limited procedures to required supplementary information. However, we will not
opine or provide any assurance on this information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any other assurance.

Engagemeant Team
The engagement will be led by:

* Dan Stustzer, Chief Auditor, who will be responsible for assuring the overall quality, value, and
timeliness of our services 1o yoL;

’ atthew Goldman, Senior Audit Manager, who will be responsible for managing the delivery of our
services to you; and

: Lisa White, Audit Manager, who will be responsible for on-site adminisiration of our services to you.

The Auditing Process

(wr Responsibilities:

The Summary of Services above describes our responsibilities for the City's basic statements and other
financiat informatioi.

Lzesehe Busldimg €15 Supersor Ave. NW. Tweifth Fleor, Cleveizind. Okiz 44:15-18C1
Patner 2E6-FBT-26E5 or 8C0-€26-2207 FaK; 2114-787-3381
www,ekioanditor.gov
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We will conduct our audit in accordance with .S, generally aceepted auditing standards {(GAAS) and the
Comptrolier General of the United States' standards for financial audits included in Governmeni Audiing
Standards. Those standerds reguire that we plen and perform the audit to reasonably assure that the
financial statements are free of material misstatement.

Because of inherent limitations of an audit, together with the inherent limitations of internal contrel, an
unavoidable risk that some material misstaiement may not be detected exists, even though the audit is
properly planned and performed in accordance with GAAS.

We may Emit certain procedures to selective testing of data. Therefore we migit not detect material errar
and fraud if it exisis. I is not cost-efficient to design procedures to detect immaierial emmor or immaterial
fraud. Also, because of the characieristics of fraud, including attempts at concealment through coflusion
and forgery, a properly designed and executed audit may not detect a material fraud.

We will communicate all instances where we believe fraud may exist to you. These would include
instances where we:
« Have persuasive evidance that fraud occurred.
« Determined fraud nsks exist and were unable to oblain convincing evidence to determine that
fraud was unlikely.

Simitarly, noncompliance may have occurmed. However, our audit provides no assurance that
nopcompliance generally will be detected and only reasonable assurance that we will deted
noncompliance directly and materially affecting the determination of financiat statement amounts. We will
inform youl regarding material etror or noncomplience that come ta our attention.

if we find indications of abuse, we will expand our tests to determine its financial statement effect.
Govermment Auditing Standards defines ahuse as behavior which while not necessarily a legal violation,
is behavior a prudent person would deem improper or deficient. Because this determination is subjective,
Govermment Additing Standards does not expect auditors to provide reasonable assurance of detecting
abuse.

If for any reason we are unable to complete the audif or are unable to form an opinion, we may disclaim
an opinion on your financial statements. In this unlikely evert, we will communicate the reason for
disclaiming an opinion to you, and to those charged with governance, in weiting.

Your Responsibilities and Identificatron of the Applicable Reporting Framework:
We will audit assuming that management and those charged with governance acknowledge and
understand they are responsible for:
1. Preparing the financial siatements and other financial informetion, induding related disclosures
and selecting and applying accounting principles in accordance with accounting principles
generally accepted in the United States of America.

2. Providing us with:

a. Access to all inforration of which management is aware that is relevant to preparing and
fairly presenting the financial statements such as records, documentation, and other
matiers;

Additicnal information that we mey request from managemsent for the audit, and
Unrestricted access to persons within the City from whormn we determine it necessary to
abtain audit evidence.

no
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4.

o

Inform us of events cccurring or facts discovered subsequent fo the date of the financial
statements, of which managament may become aware, that may affect the financial statements.

Preparing supplementary information in accordancs with the applicable critena.

a. Include our report on the supplementary information in any document that includes the
supplementary information and that indicates thal the auditor has reported on this
supplementary information.

b. Present the supplementary information with the audited financial statements or, if the
supplementary information will not be presented with the audited finandal statements, to
make the audited financial statements readily available 1o the intended users of the
supplementary information no later than the date of issuance by the City of the
supplementary information and the auditor's report therson.

Reporting fraud and noncompliance of which you are aware to us.

Making available to the auditor dreft financial statements and any accompenying other
information in fime to allow the auditor to complete the audit in accordance with the proposed
timziine.

Reviewing drafts of the augited financial staterents, footnotes, any supplemental information,
auditor's reports and any findings; and informing us of any edits you believe may be necessary.

Designing and implementing programs and condrols o prevent and detect fraud.

You should not rely on our audit as your primary means aof detecting fraud.

Compliance with Laws and Regulations

Cyr Responsibiliies

As part of reasonably assuring whether the financial statements are free of material misstatement, we will
test the City's compliance with certain provisions of laws, regulations, contracts, and grants if
noncompliance might reasonably directly and materially affect the financial statements. However, our
objective is not to opine on overall compliance with these provisions.

Your Responsibilities:
Management and those charged with governance are responsible for:

1.

L

Being krowledgeable of, and complying with, laws, regulations, contracts, and grants applicable
to the Clty.

Identifying for us other financial audits, attestation engagements, perfonmance audits, internal

audits, reports from regulatars or other studies related to the Organizalion {if any), and the
corective actions taken to address these audits’ significant findings and recommendations.

Tracking the status of prior audit findings.

Taking timely and appropricie steps to remedy fraud, noncompliance, viclations of provisions of
laws, regulations, contracts or grant agreements, of abuse we may rspoft,
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5. Providing your views and planned corractive action an audit findings we may report.

Internal Control

Cut Responsibilittes:

As a part of our audii, we will obtain an understanding of your City and its environment, including its
internal control, sufficient to assess the risks of material misstatement of the finencial statements and ‘o
design the nature, timing, and extent of further audit procedures. An audit is not designed 1o provide
assurance on internal controf or 10 identify significant deficiencies or material weaknesses.

In assessing risk, we consider intemal control relevant to the City's preparation and fair presentation of
the financial statements in order to design audit procedures that are apprepriate in the circumstances but
not for the purpose of opining on the effectiveness of the City's internal control.  Howswver, we will
communicate to you In witing any significant deficiencies or materiat weeknesses in internal control
relevant to the audit of the fingncial statements that we have identified during the audit.

Your Responsibililies:

Design, implement and maintain internal control relevant to compliance and the preparing and fairly
presenting financial statements that are free from material misstatement, whether due to fraud or emor.
Appropriate supervisory reviews are necessary to reasonably assure that adopted policies and prescribed
procedures are followed.

Your Responsibiiity for Service Crganizalions:
Service organizations are entilies to which you have outsourced accounting funclions. Service

organizations process transactions refiected in your City's financial statements, and therefore fali within
the scope of our audit. While service organizations are responsible for establishing and maintaining their
intemal control, you are respansible for being aware of the service organizations your City uses, and for
establishing controls to monitor the service organization's performance. Because the complexity of
service organization transaction processing can vary considerably, your manitoring activities can vary
accordingly.

When transaction processing is compiex and the volume of transaclions is relatively high, obtaining and
reviewing a senvice organization auditor's [ndspendert Service Auditor's Repoit on hanagement's
Fascniption of a Service Orgamization's System and the Switabitty of the Deswgn and Operating
Effactiveness of Controls Raport {Type 2 Sepvice Organizafion Controt Repart (SOC 1)) may be the most
effective method of meeting your responsibility to monitor a service organization, and may also be the
only efficient means by which we can obtain sufficient evidence regarding their internal conirols. AT
Section 801, Reporting en Controls at a Service Organization (SSAE No. 16) discusses the
aforementioned report.  {In some circumstances, we can accept a suitably-designed agreed-upon
procedures report (AUP) in liet of a SSAE No. 16 report.) Owr staff can discuss SSAE No. 16 and
passible monitoring controls you might use with you.

You are respansible for informing our staff of the service organizations your
government uses, and for monitoring these service organizations’ performance.

Service organizations of which we are aware are:

» Cuyahoga County, which processes your City's property tex collections;

» Regional Income Tax Agency, witich processes vour City's income tax collections; and

» Life Force Management, which prozessas your City's emergency medical service fes collections.
Please corfirm to us thal, to the best of your knowiedge, the above listing is complete.
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Represemations from Management

Your Responsililities

Upon concluding our engagement, managemant and, when appropriaie, those charged with governance
will provide tc us written representations about the audit that, among other things, will confirm, to the best
of their knowledge and bslief:

* Management's responsibility for preparing the financial statemsnts in conformity with generally
accepted accounting principles,

+ The availability of original financial records and related data, the completeness and availability
of all minutes of the legislative or other bodies and commiitee meetings;

* Management's responsibility for the City's compliance with laws and regulations;

« The identification and disclosure to the auditor of all laws, regulations, and provisions of
contracis and grant agreements directly and materially affecting the determination of financial
statemsant amounts and;

« The absence of fraud involving management or employees with significant reles in internal
control.

Additionally, we will request representations, as applicable, regarding:

« The inclusion of all components, and the disclosure of all joint ventures and other related
ofganzations:

+ The proper classification of funds, net position and fund balances;

« The proper approvat of reserves of fund equity;

+« Compliance with laws, regulations, andg provisions of contracts and grant agresments, including
budget laws or ordinances; compliance with any tax or debt limits, and any debt covenants;

« Representations relative to GASB-required supplementary information;

« The identification of ali federal assistance programs, and compliance with grant requiremenis.

«  Events occurring subsequent fo the fiscal year end requiring adjustment to or disclosure in the
financial statements.

Management is responsible for adjusting the financial statements to correct misstatements we may detect
during our audit and for affirming to us in the representation letter that the effects of any uncorected
misstatements we aggregate during our engagement and periaining 1o the latest period the statements
present are immaterial, both individually and in the aggregate, fo the opinion units. {Financial stafemernts
imciude the related footnotes and required and othier supplemental information).

Communication

Qur Resnonsibilias

As part of this engagement the Auditor of State will communicate certain additional matlers (if applicable)
to the appropriate members of management and to those charged with govemance. These matters
include:

« The initial selection of and changes in significant accounting policies and their application;

+ The process management uses to formulate particulariy sensitive accounting estimates and the
basis for their conclusions regarding the reasonablensss of those estimates;

+ Audit adjustments, whether posted or waived,;

s Any disagreemsnts with managemant, whether of not satisfactorily resolved, about matters that
individually or in the aggregate could be significant to the financial statements or our opinion;

« Our views about matters that were the subject of management's consultation with other
accountants about auditing and sccounting matters;
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¢ Mzajor issues that were discussed with management related to retaining our setvices, including,
among other matters, any discussions regarding the epplication of accounting principtes and
auditing standards; and

s Serfous difficulties we encourterad in dealing with management during the audit.

We will present those charged with govemance our Summary of Unadjusted Differances {if any) at the
conclusion of our aLdit,

Terms and Conditions Supporting Fee
As a result of our planning process, the City and the Auditor of Stale have agreed o an approach
designed to meet the City's objectives for an agreed-upon fee, subject to the following conditions.

Cur Responsibilitias:
In praviding our services, we will consult with the City regarding matters of accounting, financial reporting

or other significant business issues. Accordingly, our fee includes estimated time necessary for this
consultation.  Circumstances may require the Auditor of State to confirm balances with your financial
institution resulting in additional nominal charges which will not raquire an amendment to this agreement.
However, should a matter require research, consuftation or audit work beyond this estimate, the Auditor
of State and the City will agree to an appropriate revision in senvices and fee. These revisions will also be
set forth in the form of the attached Amendment to Latier of Arrangement.

Your Responsibifities:

The City will provide in a timely manner all financial records and refated information to us, an initial list of
which has been Fumished to you, including timely communication of all significant accounting and
financial reporting matters, as well as working space and clerical assistanca as mutually agread upon and
as is normal and reasonable in the circumstances. When and if for any reason the City is unable to
provide these schedules, information and assistance, the Auditor of State and the City will mutually revise
the fae to reflect additional servicas, if any, we require fo achieve these objectives. These revisions will
be set forth in the farm of the attached Amendment o Letter of Arrangemeni.

Coniidential Information.

You should make every attempi to minimize or eliminate the transmission of personal information to the
Auditor of State (AOS). All documents you provide to the ADS in connection with our services including
financial records and reports, payroll records, employee rosters, health and medical records, tax records,
etc. should be redacted of any personal information. Personal information includes social security
numbers, date of birth, drivers’ license numbers or financial institution account numbers associated with
an individual. The public office should redact afl persong! information from electronic records before they
are ransmitted to the AQS. This information should be fully blacked out in all paper documents priar to
sending to the AOS. If personal information cannot be redacted from any records of documents; the
public ofice must identify these records to the ADS.

If redacting this personal information compromises the audit or the ability to prepare financial statements,
the public office and the AQS will consider these exceptions on & case-by-case basis. Addifionally, if
redacting this information creates a hardship on the public office in terms of resources, recordkeeping or
other issues, the public office and the AQS may collaborate on altemative methods of providing the public
office’s data to the AOS without compromising the perscnal information of individuals served by the public
office. The AQS is willing to work with the public office and it is our intent to greatly reduce the amount of
personat information submitted to the AQS for audit or financial statement preparation pumposes. i is
important that the public office review intemal policies to find ways to eliminate as much personal
information from financial records as possible by substituting non-personal information {i.e., change social
security numbers ic employee identification numbers).
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Fee
Except for any changes in fees and sxpanses which may resuit from the circumstances described above,
we expect our fees and expenses for our audit services will not exceed $28,700.

Pursuart to Ohis Rev. Code Section 117.13, vou mey charge all of this audit’s cost o the general fund or
you may sllocate the cost among the general fundg and other eligible funds in accordance with Auditor of
State Bulietin 2009.011.

Reporting

We will issue a written report upon completing our audit of your financial statements. We will address our
repori to those charged with govemance. We cannot assure you that we will issue an unmodified
opinion. Circumstances may afise in which it is necessary for us to modify our opinicn, add an emphasis-
of-matter paragraph(s), or withdraw from the engagemsnt.

Upon completing our audit, we wilt also issue a written report in accordance with Gevermment Audting
Standards on intemal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters.

Access to Our Reports and Working Papers

AU-C D05—Alert That Restricis the Use of the Auditor's Viaitien Communicalion requires our reports to
disciose the following:

Independent Auditor's Report on Intermal Contro! Over Financial Reporting and on Compliance and Other
fifatfers Required by Govermnent Auditing Standards:

This report daseribes only the scope of owr tests of intemal control aver financial reparting and on
compliance and other mafters and the results of these tests, and does not opine an the effecliveness
of the City's internal control over financial reporting or on compliance or ather matters. This report is
an integral part of an audit performed under Govermment Auditing Standards in considering the City's
internal controf over financial reporting and compliance. Accordingly, this report is not suitable for any
other purpose.

AU-C 205 requires us to include this restrictive [anguage in our reporis due 1o concems that ather readers
may not fully understand the purpose of the repor, the nature of the procedures applied in its preparation,
the basis or assumptions used in its preparation, the exient to which the procedures performed are
generally known of understood, and the potential for the report to be misunderstood, when taken out of
the context for which it was intended.

However, under Revised Code Section 117.28, an audit report becomes a public record under Section
14043 Revised Code, when we file copies of the report with the public officers enumerated in the
Revised Code. When we file the reports, our working papers become available 1o the public upon
request, subject to information protected for criminal investigations, by attormey-client privilege or by local,
state or federal law. AU-C 905 does not affect public access to our reponts of working papers.

Under generally accepted auditing standards, we must retain working papers for five years after the
release date of our opinion. Howsver, ACS policy requires we retain working papers for seven years of
longer, as needed.
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Peer Review Raport
As required by Govermiment Auditing Standards, we have attached & copy of our most recent external

quality control review report (Peer Review). Audit organizations can recefve a rating of pass, pass with
deficiencysies), or fail. The Audilor of Stale received a peer review rating of pass.

Please sign ard retum this [stier io indicate your acknowledgement of, and agreement with, the
arrangements for our audit of the financial statements including our respective responsibiliies. I you
have any questions, piease call Matthew Goldman at 216-787-3665.

Vary truly yours,

Dave Yos!
Auditor of State of Ohio

Dan Stustzer, Chief Auditor

Attachment

v City Council
Audit Committes

/57,7

DATE




SAMPLE
AMENDMENT #___ TO LETTER OF ARRANGEMENT

[Date]
[ENGAGEMENT LETTER ADDRESSEE]

Dear

The letier of ammangement dated between the Auditor of State and the City is hereby amended
to reflect the following:

Eslimated

Description of / Causes for Armeadment Fee Effect
1

2

3

i

Total this amendment $0.00
Previous fee estimate

Revised fee esfimate . %ow0

Please sign the copy of this lefter in the space provided and refumn it to us. If you should have any
questions, please call at

Vary truly yours,
Dave Yost

Auditor of State of Ohio

(Name), Chief Auditor

cc [Engsgement Letter oc's]

ACCEPTED BY DATE

TITLE
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April 3, 2015

The Honorable David Yost. Ohio Auditor of Stale
Office of Auditor of Stale

85 E Bioad Street, 5 Floor

Cotumbus. Ohio 43215

Dear Auddor of State

We have reviewed the system of quality coniro! of the Onio Auditor of State (the office) in effect for the
period March 1, 2014 terough Fepruary 28 2015, A system of qualty control encompasses the office’s
organizabional structure and the poicies adopted and procedures estabished i prowide o wilh
reasonatie assutance of performing ard reporting n conformity with applicable professicral stendards »
all mater:al respects The design of tre system ard compliance with it are the resporsibifity of the cff.ce
Our responsibiity is 1o express an caimon on the design of the system and the office’s complance witn
the system: based on our review

We conducted our review mn accorgance with the policies and procedures for external peer reviews
establshed by the MNatioral State Auditors Association INSAA) In performing our review. we cblained ar
understandig of the ofice s system of quaity conlro for engagemenis conducted (v accordance with
professionat standards. In additer, we lested compiance with the office s guatly contrg! poloies ard
procesures to the extent we consideres approprate These lests covered the application of the office’s
policies and procedures on selected engagements The engagemerts selecled represented a reasonable
cross-section of the office’s engagemenis ronducted in accordance with prolessional standards We
pelieve that the procedures we performed provide a reasonable basis for our opnior

Our revsew was basec on selectve tests trereforg | wou'n nol necessaniy disciose al des.gr maliers in
the system of qualty camrel of all compliance eallers wih the system Aleo, there are inherent tmatal urs
in the elfectiveness of any system of qually coniwal therefare, moncomphance with the system of guality
contro may occur and not be detected. Projection of any evaluation of a system of quakly contrai to fulure
penads 15 subject lo the risk that the system of quality conirel may become inadeguate because of
changes in condions, or because the degree of complance with the policies or procedures may

deteriorate

I cur gpmon the sysiem ol aualty cortrol of Oho Auditor of State 1n effect ior the period Margh * 2014
rrough February 28, 2015 has been suitably designed and was compled witti during the penad lo
previde the audit organization with reasonable assurance of performing and reporting in conformity with
Government Auditing Standards in all material respects. Audit organizations can recewe a rating of pass,
pass with deficiency(iess, or fad The Chio Auditor of State has received & pee rewew rating of pass

"w;,. e -
Keith Dommer, CFA
Team Leader
National State Auditors Assucabon
External Peer Review Team

= 4‘// N 0 . ]
AL, )
Kathlger A Davies, CPA-PA
Conecurning Revigwer
Nationat State Auditors Assos alion
Exiernal Peer Review Team
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